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Paulo-based financial newspaper.]
After twenty-two days of tense trade relations, Canada and the US finally lifted their ban on
Brazilian beef on Feb. 24. The embargo was initially imposed by Canada on Feb. 1 (followed by
the US and Mexico) based on the claim that Brazil failed to present information on the country's
safety measures against mad cow disease. The embargo on Brazilian beef ended after the Canadian
Food Inspection Agency inspected ranches, slaughter houses, and laboratories for signs of Bovine
Spongiform Encephalopathy (BSE) and after President Fernando Henrique Cardoso warned that "if
they [the Canadians] want war, they will have war."
In a rare outpouring of public indignation, Brazilian citizens, unions, and business associations
vented their anger against Canada by boycotting Canadian products and companies. Most believe
the embargo was a move by the Canadian government to step up the trade war between the two
countries' rival jet manufacturers.

Canadian justification for banning Brazilian beef
The Canadian government suspended beef imports from Brazil at the beginning of February on
the grounds that Brazil had not sent requested documents about its phytosanitary controls in the
allotted time. The Canadians were also concerned that there were no controls on cattle imported
from Europe where the fear of BSE outbreaks has forced authorities to remove meat products from
store shelves. Although Brazil exports few meat products to Canada, the embargo widened to the
US and Mexico because of provisions in the North American Free Trade Agreement (NAFTA).
Brazilian beef exporters not only lost out on the lucrative US market, but other countries fearing
contaminated meat imports suspended purchases from Brazil.
Brazilian government officials and citizens viewed Canada's move as underhanded. "Canada's
behavior falls outside all the civilized rules of international trade," said Luiz Felipe Lampreia, who
recently left his post as Brazil's foreign minister. Top-level diplomatic consultation was not carried
out before the ban was imposed. While Brazilian diplomats debated whether to take the case to the
World Trade Organization (WTO), Brazilian society took the offensive.
Students unleashed a "mad" cow in front of the Canadian embassy; restaurant and bar owners
removed Canadian whisky and other products from their shelves; dock workers at the Santos port
stopped unloading Canadian goods; and even cellular phone companies that include Canadian
shareholders were avoided. Canadian executives also started to worry since Brazil not only hosts
much Canadian investment, but Canada maintains a half-billion dollar trade surplus with the
tropical country.
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The battle over jet planes
Most observers, including Canadian government officials, claim the move to ban Brazilian beef had
its roots in the multibillion-dollar market in regional airplanes disputed by Canada's Bombardier
and Brazil's EMBRAER. "The decision to ban Brazilian beef from Canada does not have a scientific
basis," said Margaret Haydon, a scientist from Canada's Health Ministry. "There is no difference
between Canadian and Brazilian beef. The boycott was motivated by political reasons and not
health reasons." Haydon was later censured by the Canadian government for being "indifferent
and disloyal to national interests." For the Canadian government, the interests of Bombardier- -one
of Canada's largest multinational companies and a major campaign donor to Prime Minister Jean
Chretien's Liberal Party are also those of the nation.
In 1996, Bombardier monopolized the market in small to medium-sized jets, but in 1999 EMBRAER
surpassed its North American competitor in sales and continues to pull ahead. Canada, witnessing
dropping sales in a high-tech industry, alleged that Brazil unfairly subsidized EMBRAER and even
won its case at the World Trade Organization (WTO). The trade body gave Canada the right to
impose US$1.4 billion in sanctions on Brazilian imports. Several attempts to resolve the dispute
outside the ambit of the WTO have failed (see NotiSur, 2000-05-12).

Developing country vs. rich country
The trade war being waged between Brazil and Canada is viewed by Brazilians and other defenders
of the interests of "third-world" countries as a classic case of a wealthy country from the North using
its power to protect its interests. "The reality is that rich countries cannot stomach the invasion
of a developing country into their market," said Celso Amorin, Brazil's ambassador to the WTO.
Recently, Brazil has been seen as a defender of the interests of developing countries at multilateral
forums because of its controversial positions on compulsory licensing of pharmaceutical patents,
anti-dumping measures, and agricultural subsidies.
Regarding aircraft exports, Brazil's position is that the particular conditions of its economy require
the provision of subsidies to make its goods competitive in the international market. Because of the
loss at the WTO, Brazil had to adjust its export-financing program (Proex) to the terms practiced
by the Organization of Economic Cooperation and Development (OECD) in which it is not even
a member. Despite the change to the Commercial Interest Reference Rate (CIRR), Canada was
not satisfied by Brazilian government financing, which still covered 100% of export contracts and
extended terms for 15 years.
Brazilian officials maintain that compared to Bombardier, which has a whole panoply of financial
instruments at its disposal to raise funds EMBRAER needs interest-rate equalization subsidies since
the cost of capital is so much greater in a developing country than in a wealthy one. The benchmark
overnight interest rate in Brazil is over 15%, while in the US and other developed countries it is half
that. For Brazilians and other industry experts, EMBRAER sells more planes because they are two
tons lighter than Bombardier's planes, representing savings in fuel and maintenance.
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Beef entering NAFTA countries now certified
Despite damage by the ban, Brazilian officials and exporters expect the image of the country's beef
to strengthen. "The end of the embargo by NAFTA countries represents, in essence, an international
recognition of the quality of the Brazilian product," said Jose Augusto de Castro, director of the
Foreign Trade Association of Brazil. While the Brazilian government has consistently denied the
existence of mad cow disease, Brazilian cattle exports to NAFTA countries will wear a certificate
stating that the animal was born and raised in the country and was never fed animal-derived
proteins.
UN organizations like the Food and Agriculture Organization (FAO) and the European Commission
assert that BSE is more likely to appear in wealthy countries of the North than in Latin America.
Brazil's pasture-fed herd is unlikely to develop the dreaded disease as ground-up meat and bones,
which transmit the disease, are not part of the diet.
Agriculture Minister Marcus Vinicius Pratini de Moraes, nonetheless, wants the WTO to adopt
mechanisms to avoid another incident in which an embargo is imposed without an accused country
having time to present a legitimate defense. Though it is unlikely that Brazil will request formal
compensation for losses owing to the ban (estimated at US$1.8 million), Pratini urged those in
the beef industry to file suit against Canada. Brazil will also continue to defend its interests in
the regional aircraft market and has requested WTO investigations into Canada's export-subsidy
programs.
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